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Medicare: Insolvency Projections

Summary

Medi care 1iss htelnd trhatimcomr ancedé6pPpragdaml der pnrndsoast
disabled persons. Medicare consists of four dist
PaBt(Supplementary Medical Insurance, or S MI) ; P
Part D (the outpateifeintt) . prescription drug ben

The Part A program is finmnanced primarily through
their emplayeses ;crtehdeisteews tt of tehd&P athlt B program 1 s
through a combination of nroonltlheleys parnedmiguemmse rpaali dr eb
Income from these souruses Asnamealittendndtolr ¢t d,e Bdvid
choose to receive all their Medicare services th
payment ibse nmadbkabmaliff in appropriatteuptasrisndrom t
The Part D drug benefit is fundadatnflmadgh a sepa
financed through general revenues, state contrib
SMiruSusmndarsee onx diley MeBdoiacradr wos ftwdild meahk e s an annual rep
Congress concerni ntghfetndde financial status of
Sincenthpfi Madicar ¢ HienuHIh9a6kbumédg s ed a projected s h
The 1 nsdoaltvee nhcays been postponed a number of times.
that have had the effect of r28@Mecadi dramsgt egaso wt h i

Report projects that, undttnsitwflehhbdd ame nss oalmpte
206t he samestyiemat adt wyme dtrrlesgs.dPhrtei otrrais tt emat e does no
reflect potentialPaeddomi dMe dipecmidd fni@Odhddi n g .

di ssciuvosn of p o tldnetlifatée dihkdduddfdf ect HI sol vency may
the end of this CRS report.)
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Medicare: Insolvency Projections

Introduction

Medicare is a federal insurance program that pay
beneficiaries It wasXVElIhbofshkd Sacild®bS5Saeadert
entitlement program to pr awgibéde ahneda lotlihd sirmbsevernadn c e
expanded over the years to incltihde dpPper manent l y d
Medicare consists of four distinct parts, A thro
nursing facility (SNF) services, home health vis
anadl der are automat i-fcradd yP aummtei A hbeegc abo phe mr umpou
Medicare payroll taxes for at least 40 quarters
Security or the Railroad Retirement systems. Par
including phybsoircaitaonr ys esrevrivciecse,s ,] adur abl e medical

hospital services. Enholwtment ban®hrc¢i Bries veld ih
enroll in,PMetdiBarRaApgve@ntdge pMAyate plan optio
manadgeare, fo beneficiariePaBlParar®d® pnooli ded i n
optional outpatient! prescription drug coverage.

Medicare expenditures armclHndveg bheal vuwelcof eof
compl exit yerovi cmeesd ipcradvisde d, health 2@%e¢e inflatio
Medicar db ome faibtb@mti d 1 i on persons at$7HdWi %t omated

The Medicare pr o grrufimnséitahse tHwos psietpaalr alfn¢sawirda nc e ( HI
t Sseuppl ement ary Medtr uat. fTaheed rPaanrcte A SpMIo)gr am, whi ¢
mainly through payroll taxes levied tromstcurrent W
fundThe PRabBt pPBr cmagirda ms ,  wphriidnltyharroeu gthu ngdeende r al r e ven
beneficiary premiums, a rtreu satc’Bfouthdt € d nfler at hr maght
by the Detpha t hreamas wify t hMedd ioBvecaresde eanftwdhily sc h

reports annually thdun@foinga ecilh icnoantceeitranki .npgr o j e ct i on
made using economic assumptions based on current
index, workforce size, wage 1ncreases, and 11 fe

From its intreaptthdm,nfitalpe diikcted shortfall and eve
Because of the wayr uistt cidsm mfaitn abnecceodne tihes o3 Mle nt ; h
Medi traurset ees continue to express concerns about |

Me di care Hos piFtianhcI ngur ance

Similar to the Social Securitdegsdiganttdmt ot be HkIlfgo
suppoarntdi nigs financed t hr ougrha tdheedri ctahtaend rseoluyricnegs oon

1 For additional information on the Medicare program,GB& Report R4042%/edicare Primer

2 Boards of Trustees, Federal Hospital Insurance and Federal SupplemeedicglNhsurance Trust Fund®)20
Annual Report of the Boards of Trustees of the Federal Hospital Insurance and Federal Supplementary Medical
Insurance Trust Fund#\pril 22, 2020, Table 11.B1, dittps://www.cms.goviles/document2020 medicaretrustees
report.pdf hereinafter, the 22D Report of the Medicare Trustees

8 Payments are made for beneficiaries endaittePart C from the Hospital Insurance (HI) and Supplementary Medical
Insurance (SMI) trust funds based on estimates of HI and SMI spending under Part C.

4 Medicare Trustees Reports may be founllttt://www.cms.govResearctbtatisticsDataand Systemsdtatistics
TrendsandReportsReportsTrustFundisidex.html

5 For further information on Medicare financirgge CRS RepdrR43122 Medicare Financial Status: In Brief
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tax revenues. The primary tre ot rifpwnyd O /p/anicdn mbeys ¢ r e d i
employees and employers; each -pmpbkounedapmpapf219%5
Unlike Social Security, there i°ThRetiupper 1imit
Protection and AfAfPorLd-4 BlBlel &€ moenpdche s( AG additioncze
of 0.9 % mmothd gworkers with wages over $200, 000 f
jointe fffielcetrisve for taxalBle years beginning in 20

Additionel t htmwe dlthhoeed o 1 idbsrtesmioufms paid by voluntary e
not entitlferded oMpdieana man Par t A ’st)hrwargk itrthedav g roer
empl oyamepntti,on of the federal 1incomb ntdaxest epaisd o
on federal se#litrruistti efsunhde 1 d by t he

Whas IHNFrust ?Fund

The trHIIs ti fuadfinancial account in the A S. Treastu
portioMe bifpathgr am is credited and from which all/l
administratRarpgrcobgarrpem iodftr t Taleéeds s ol ely an accounti
me channios nmmoé matr a 8 siflnedrow u tt hbiefn.’d

Hloper at“paaypogtbas i me ahnei nagnntual retvasmt,efund the HI
rimarily the taxes paid by current workers and
or toMegicare beneficiaries. Wheamrveh@egoer nmen
ayroll taxes), income 1 s ¢ rtreudfsi ttiknd tbhye tfhoer nml roefa s u
ecial ibsesaurei nign tgeorveesrt’{ heaitte res¢cumint tdhese securi:t
tit hfemn.d) The t axngend ofmece cetixbicthsac e s t hen ugnodes 1 nt o
the Treasutryhablei fromdothengdoashisncaohd @aye
ed for any government spending speurrvpioceees. When p
de, telmet spaym pGaeinde roault Foufn dtahnel fheoTresponding
securities 1s deltreutsetd ffunodm ( written off) the

o » o -h OO

years HlIr uwhsghmdbhel es s i nhae ptnheet hfauencdesilivoeuns

pWhuesn t h itshHeltrcucsutrssé,amdi t i es exchanged for any i
ing show upuasfiBima@dadisalonaacheunting balance
able to the systldmufucndme pl uSfesunecohmbtgaesae
e Medicare benefits but are simply bookkeep
ent to,attherhradasswedy, (owhat 1is owed to Medice

S B Yy OB,GO“’VJ’UH?"U

o <o R B

r
end
ail
t r
s 1

6 Prior to 1991, the upper limit on taxable earnings was the same as for Social SEsa@nnibus Budget
Reconciliation Act of 1990 (OBRA 9®.L. 101508 raised the limit in 1991 to $125,000. Under automatic indexing
provisions, the maximum was increased to $130,200 in 1992 and $135,000 iTH®@8nnibus Budget

Recondiiation Act of 1993 (OBRA 93P.L. 10366) eliminated the upper limit entirely beginning in 1994.

" For additional detail, see archiv€iRS Report R41128]ealth-Related Revenue Provisions in the Patient Protection
and Affordable Care Act (ACA)

8 Since 1994, the Hrust fundhas had an additional funding sour@BRA 93 increased the maximum amount of
Socid Security benefits subject to income tax from 50% to 85% and provided that the additional revenues would be
credited to the Htrust fund

9 There are about 200 federal trust furféist additional information on how fedetalist fund operate within the
context of the federal budgeteeCRS Report R4132&ederal Trust Funds and the Budget

10 Unlike marketable securities, special issues can be redeemed at any time at face value. Investment susgecial is
gives the trust funds the same flexibility as holding cash.
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uni fied budget eptesr srpeepcrtei sveent tthwetswer easbsudget oblig
liabtlities

If, in a Hitrveesnt syfesamrdl s tnhoer e itnhmcnptnhet hfansa @a # e s
onw.deIfni cdietf i cit years, Me di car e rceavni oruesd eyeena rasn y
(includiWpennt heesteyrur,i heegowgeenmedeemedds to r a
resources necessarynd molpagsdmwmstte¢heecedeflmomtti ks Tr
Generwnd Ft otr « htee WiHd nd t h e 1atsesdetttuds ntrwheead ¢ ht hfeenrdo ,

1S dedemeod vent

(SAppendiox A discussion of recefnolratadoprbijetord:
and project etd rlu$ohp e2r0a2t i on s

Hi story of HI Solvency Projec

The rHiIs t hd s nd eovieer ibnesco Mvd nBendldecofrdyasteds p

insolvenctyufobdghdn lthge wWi9t7h tr evphd tc bire uthi nmdea s
expected to become i(BelalbdeenRi gmyTehal yns wbvygaeysda
has been postponed a nuimigeofoMedivmames thinpadeouighe b
For example, the payroll tax rate has been adjus
mechanisms to maintai nHIrhues t{(S€nfapnpceinadiioxa dBe quacy of
historical )payroll tax rates.

Ot her legislative changesslhaawe prewt made HE prog
spending,t hgemre rmaalaviseyuptlrersea n otid gat geecbncialti ation 1a
attempt to restrain overall -1f9¢9d0esr,a le fsfperntdi ntgo. cTuo
Medicare spending intensified as Congress consid
budget 1into baliann cteh ea npda scsualgnei noaft etdhe Balanced Bu

P.L.3R.05In eaMeydi brw9%%,e etshehad Hhitroyjsetewtdemdndlt hat t he
become 1inshalnvedmturwiyears, in 2001. Following th
improvements we rtee rnma dper oiyrme ctti do sshh @ Xlith ef enve wy e a r s

projections reflegicteldudi mgmbewenfexfmpaedtoad expend
changes made by BBA 97 (primarily resulting from

and the establishment of prospect i;'ceo npeailynmme nt s ys
efforts to comband §ftnodgaadbrnbmseexgeotwedh t o gene
more revetnufeefditomthaeyroll taxes.

11 For additional information, see t2©20 Report of the Medicare Trustedppendix F.

12 Medicare Trustees Reports from 1966 through 1994 may be found on the Social Security History webpage at
https://www.ssa.gotistoryteportstrusttrustyears.htmiMore recent ngorts may be found on the CMS webpage,
“Trustees Report & Trust Funds’ httpst//www.cms.goResearctStatisticsDataand SystemsstatisticsTrends
andReportsReportsTrustFundisidex.html

13 TheBalanced Budget Act of 1997 (BBA 9%.L. 10533) established the Medicare + Choice program under Part C.
Medicare Part C was changed to Medicare Advantage byiéldécare Prescription Drug, Improvement, and
Modernization Act of 2003 (MMAP.L. 108173).
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Table 1.Year of Projected Insolvency of the Hospital Insurance

(HI)

Past and Current Trustees Reports

Trust Fund in

Year of Year of Year of Year of Year of Year of
Trustees Projected Trustees Projected Trustees Projected

Report Insolvency Report Insolvency Report Insolvency
1970 1972 1987 2002 2005 2020
1971 1973 1988 2005 2006 2018
1972 1976 1989 None Indicated 2007 2019
1973 None Indicated 1990 2003 2008 2019
1974 None Indicated 1991 2005 2009 2017
1975 Late 1990s 1992 2002 2010 2029
1976 Early 1990s 1993 1999 2011 2024
1977 Late 1980s 1994 2001 2012 2024
1978 1990 1995 2002 2013 2026
1979 1992 1996 2001 2014 2030
1980 1994 1997 2001 2015 2030
1981 1991 1998 2008 2016 2028
1982 1987 1999 2015 2017 2029
1983 1990 2000 2025 2018 2026
1984 1991 2001 2029 2019 2026
1985 1998 2002 2030 2020 2026
1986 1996 2003 2026
1986 1998 2004 2019

(amended

Sources: Intermediate projections of variougledicareTrusteesReports, 19702020.

Figure 1.Projected Number of Years Until

Medicare HITrust Fund Insolvency

30

25

2828

20 19
17 M
. 16 16
15 - 15 15 — 15
15 14 14
13 13 13 13 13
12 12 12 1 12 12 12
10 10 10 10
10 8 8
7T 77 7
6 5]
5 5
5 4 4
H HHH HH I H HHH
o MLMHN, HHNENNNNNY il nannnnan DU MM NNNNN
d v o (~] v o o A v o -] K ) i S ] v e o A D
FEEETESSEETESEEE ST ESFEE SIS TETTITTTTESSS
&
Sources: Intermediate projections of various MedicaFeusteesReports, 19702020.
Notes: No specific estimates were provided by tMedicaretrustees for years 1973977 and 1989.
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There were concerns that the savings achieved th
than intended at the time eoqfu eenncaecst nfeonrt haenadl thha dc au
providers. As a result of these concerns, Congre
Refinement Act B.fL .1191pAVa 1§ MeBdRilAe a919¢; Medicaid, and
Benefits Improvement and PPr.olt.® d)libohh eAsct mefa 2W0Wr0eds
were designed to reverger sdbuet odnst.he BBA 97 spen
Despite enactment of BBRA 99 and BIPA 2000, whic

20M2 di draurseReepesrt s continued to delay the project
improvements 1in solvency -pmhe®ikxpectiodsccofidbmctedrd
and lftdhwaarpected program costs due to lower proje
heightened antifraud atnhde mapbeucstee di niintciraetaisveess ,i na nhde

ecarsS €
t

o

—.

(¢]

B B I o}
— = =

r
d
r
t
a
e

oo o »w
o B8 » —
= =0 0

a
e
g
p
c
he ™A program.
5

Me d

ough the 200& arte p awsdoullivdedococyeatre dear l i er

e e B =V L=V S O R B e L= i B e

o0 SO —0D B e s
wo g o =0

co®m= ou =

— = B

h2003 preoppece¢ttionki fhodwtliporejce dtommd insol vency
our years earlier than the 2030 date projected
henpectadkaHl ¥a pd yhtohgahmepre ct ed hosplimnadthexpexnditu
e,art he 2004 r etphoertrt H bptrwodj welcdt ebde ctohnmaet i ns ol vent
l1ier tA anu npbreorj eocft efda citno r2s0 Oc3o.nt ri buted t
insol vency date, 1nclxuedsi nagr es lboaws ewda)g ea ng
owth in inpatient hospital benefits.
ion Drug, I mprovementBE. [a.ald)IMbodde di za
ntly to HI costs, primarily through

d a1

s

in 2

I n
ti1o0
hig

draurseRepesrt projettucsdwédimbdi bheotblhei nsol ver
Inatpemojtelcg eidn. i HOhZ® G4 vi sion reflected slight
htly lower costs 1in 2004 than previously
for,watflo8 . aghenrevision reflectesdtexprdtation
eased wutil iBzoatthi otnh eo f2 OH)I7 saenrdv i2c0e0s8. r epor t s
in
t moved the 1ins oduvee npcryi lndeawtdal ypanowaorld tta x2 (G h7*
t 1 hDge cfernrobne r 2 00 & c onomino ¢t BGrGSasti R c e s si on

est

pr
t h

The 2010 ™ad Remp@gsed ued subsequent t o,eslhe manaeadt ment

that the comPahAdatoons odndtoweghevepawsesodtpected
frame ACA woul d p otshtkftrounset’sdfeusnedt s 1 amt o f 2029, 12 3
than the date profRoweweiOn ktppeer 2 6 0 9 edte pshtat . t he F
fuwduld become insolvent in 2024, five years wear
worsening financial o u t-tl hogomkp ewcatse d rp amyarra ll ly tdauxee st o
from -hhghopected umenndp lwd waveconwtt h ciamu s20d1 by t he
continuing?26@MWedcIt se coofn otnfihee R2Mecld®is TauwrceReE e t
projected the samikl 2H@wghmes ofl vemwgs ydeaxiged cttadk etso
increase at a faster rate than expenditures thro

14The lower projection of paylidaxes wagrimarily due to a revision by the Bureau of Economic Analysis in national
wages and salaries for 2001 and 2002.

15The Part D outpatient prescription drug program, which waseztdgythe MMA, is funded under SMI; the

increased expenditures associated with this new benefit therefore had little impact on projections of Medicare (HI)
solvency.

16 The expected reductions waremarily due to productivity adjustments®art Aprovider payment updates and
reduced payments to Medicare Advantage plans

Congressional Research Service 5



Medicare: Insolvency Projections

the application of an addintcioommea IwoOr.k%% sHIb epgai ynrnoi Inl
and the 2% reduction in spbkbndéetnhgof;Pyadil-2ddRGA t he
from 2013 fhnowmb 20211 expec tfeudc btyoe rb ep rionjseucftfeide i
expenses during that period.

In th3imrme RMeld, tuhset ecsdpsomewhat-t bemteut shok tfor
Hltr ust. Themodve d t he insolvencyhdatre20Wa38 wesa&amrmalete
The improved projectiohhewpretpmditmapishy nd 2e) 1t2q I
base year wused to proj e etth-afauttiunraect eedx piemmpdaicttu roefs ,A Ca
ayment methodologyYluhahges DdOlMArepétes the Med
eported some 1 mps ofvienmemdcidilh edMetdlpac ek emonv e d t he 1 n
ate four years later Thasan thpiove@hdidt ewds mmaenl
ower eaxpelciadaAfeadaingd® nding for certain Part A servi
ospital, skil hedda.theTBh el g2ulsladapdosrht Rnper o j ect ed a s i
sheretr m financial outlook andestaiimdatad ned the 203

Th € 0 M& d i draurseReepeprrtoj ected a sl itghtm y uwdrosoekn efdo rs it ch
taddntdhmeorveefdo rtehe insolvency date two years e¢a
8. Thi sprcihmedmgeel yvetalsleaiwpeerc t e-la pa yinm b2mk1 5 and t o

umptas bowing in rhal hwage 2drldwtrleport, t he Medi
ojected a sl itghtm y uvitnhptodks dfddahdtee Hdf or e moved
solvency date one year later than their 2016 e
wtehre m pected HI expendi tdu thperso ji enc t2i0old W awshel )c ha m & d]
ojected future utilization of inpatient hospit

s ano

s
2
s

MO d8 care Trmrsajeececst Rk paotrwo ms om¢ d otk f or t he H
d therefore moved the insol®é¢fAcygstdametehrteo
om 2029 in the 2017 report). This shift
g HI revenues, including a redu<tion 1in
ed wages 1n 2welr7 garnods sp rdoojneecsttiiocn sp roofd usclto
ions of reduced income from0Otaxes on Soc
ion that lowered i1individual income taxes

—0 c® N g T — T o N

O X o e o
rm*ca'aww’aco
— o R0 g

v om0
oo 7rh
LN N

(
t
e
t
1

eir 2019 reported hskaemeMeddaitcea roef tirnussotleveesn cpyr o(j
2018 repor waprHojwecteerd tHd becloaneer t han es't
dtbetwnpegadwedol ]l tax revenue and reduced 1in
Security benefits . weAwledpdectomad ltly,bals hoglhth
ywea'ssroestimates -bhpnosgecofdh2fgh8r HI expendit
rojected updates to provider pwcympesnttlsy, otfhfesseet ubpy
n expectation of lower future utilization of sk

[N o 7 B B
S0 o B
g oo o
:—‘»—uo»—-e—r
o o= =S
-

YThehighi ncome payroll tax wMedicate Haspitd Indunanddnaneing XC A. Se e
18 Subsequent legislation extended the reductions for an additional nine years, through Fgad@itional
information onthe Budget Control Act of 2011 (BCAP.L. 11225) and requiredMedicarespending reductions, see
archivedCRS Report R41965he Budget Control Act of 201CRS Report R40423/edicarePrimer, andCRS
Report R45106\Vedicare and Budget Sequestration

19 See archive€@RS Report R41198/edicare Provisions in the Patient Protection anfbAdable Care Act
(PPACA): Summary and Timeline
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Current Insolvency Projection

In 20&ierp®trhMe di taurset ee$ hpr e pme dat(e2 0Rf6 pibmshol vency
theirand) RO psAdtt hdli ghncome is projected to be 1 ow
20r eport due to expect,edptodmedmuopapecotléld weamx bree v et
t han Psases tybeena @ vl soewtebr£ m p e 2 Q9B d e x p e, n d +othuarne s
expected provi daemad pcahyarmegnet s$unpr dahteecst.,r a . Hmghhodol o g
projected spending growth for Medi pamwmg ehAdwalnt age
decrease in HI expenditures.
Startingkpiem dZiOu& fe mes H¢ famadde d achec gmewngh 2015

Al t h o hMehd i rairseeepeosr t e d sensan |22 da,p b HI trust fund
again experiirent®ldd daSfiddabBEIYh e trusteealproject th
futur e xpeads ,t wid¢d gt oawutthp & oe g r oawrttthu si tna i snectdosme

wibd used to make up the diff ewntnicle thbleet waesesne tisn c o
depl e2x@6.d (iFSiege@.r)e

Figure 2. HI Trust Fund Assets at Beginning ofY ear as a
Percentage of Annual Expenditures

(estimates fromselected2009-2020MedicareTrusteesReports)

160% ey 2009 Estimates

e 2011 Estimates
2013 Estimates
— 2015 Estimates

[/
140% A

120% ~
=l 2016 Estimates
= = = 2017 Estimates

2019 Estimates
2020 Estimates

100% +

80% -

80% -

40%

20% A

0% ——T—

o oS o S o S
S S N a7 v >
P ® P & ® &

Sources: Data from theBoards of Trustees, Federal Hospital Insurance and Federal Supplementary Medical
InsuranceTrust Fundg, 2009 AnnuaReporbf the Boards of Trustees of the Federal Hospital Insurance and the Federal
Supplementary Medical Insurdingst Furgi Table 11.E1, and Summaries of #pplicable2011 through 2020

Annual Reports of the Social Security and Medicare Boards of Trustbest D (2011) and Chart E (2@1

20152020.

Note s: The 2010 estimated insolvency date was 2028 2012 insolvency date estimate was the same as the
date projected in the 2011 report2024, 2014 insolvencgate estimate was the same as that in the 20&port
(2030) and the 2018 insolvency date was the same as projected in the 2019 and 2020 reports T2@Z%)20
projections do not reflect potential effects of the COVAI® pandemic orthe Medicareprogram

202020 Report of the Medicare Trustees Apr i1 22, 2020. The trustees’ estimate d
healthcare impacts of the COAI® pandemic on the Medicare program.
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ach year, b,e gtichnmt ie@r gs Ménd i 2c0alrle & Me dactuar Ses vice:
avesued an i1illustrathsvyesum¢edrnhatit veestcanarACALtd
educe Part A provider 7t ei mbu®tAssheddiatdst ewonualtdi vbee g
cenasrsivome#ts this phaseout would begin in 2028, a
ategl t &dasgnaatliyvsei s assumes the same 2026 date of i

What Would fHhpp Brencthlnres 0ol vent ?

The practicaHlrfusne f@meadmof the continued p
f a temporary,filowaweceomel ost hdiglheGfecgpsts t

aw = 5 m

ayment
han &exry

o]

requiring legislatitrvies tahcdta mah . b gAlseacnlcmergtfriieedse tt e HI
t 6 hfien o , the Treasury Department 1is auvAt horized to
servicddtrusltfi tthmedt able to pay all current expen
accumurluafsttealds ste ilslty us ti f uaadns iidres e®yv ¢ mt be

To dat er,ustthhedf sHnle ver belheme amsolhwemptr ovisions 1n
Security Act that gomwuephwewarhea yt owooucl cdutrh.e pFpoern eixfa mp
progr aams thaatsudt toryr i t' y t o wtsoe fgueAndesrPamly trceevse nnme t he e
such a shortfall

In 20&i®krport, ttrhwes tMeedsi cparroty e ct wif lhla db ¢ hex Hadusted i
206 At that time, HIpaptudkl cmadmamuftr ¢dm wkiceh veom
could be epra,i d;aawmhldadwewe s uf Dnd Hoe Pt rtt @ PAp.a ylerfloers s
action 1is taken priorsottod etchracta sdea teex pteon diintcurreeass e( or
combinatiofoafgmelys fawe) a 1l egislativwaenddcowiwgi dm 1 ¢
proviode another sopgraecrafl ffewecinmg se t®. make up f

Potentialt h@VIecDP of deam cHI
Trust &dhmnednéby

As nothedMdOARiOdrauwrseReeppsrt anal ysis amnedc tprpogteecnttiioanls
effects of9then@OMID on the Modiscarme tperso grfa thl,LI 1 n
insol Fleamcryepor fgi noetn etdh¢ hatcertainty associated Ww
Trustees believe that itesisacnmcoutr aptoX$fAyd dadtre dtithmigsa d ji u
to the repor,t ,them paredeamiaa itssrlm kely to material
demogr aphi ¢ a-spegencdi fhieca latshs umpt i spsopactwhonh ahe be

The impact -bPattbmi EO¥hBconomionrepher stolkdeany of
trustwifiundependfofipet ens i albloyt ha frfeeveetniunegs ( pr i mar
payroll taxes) and MedicasevBenAss Ad € siqnre imlbardeur e s
d e tbacillo w, tohfe tihmpla@cOty b BbditIme eenues Iwadgdaldepend

2’Memo fromJohnD. Shatt o and RojectéddedicareExpenditunes ynder an lllustrative Scenario
with Alternative Payment Updates to Medicare Providekgril 22, 2020, ahttps://www.cms.goviles/document/
illustrative-alternativescenarie2020.pdf

22 From time to time, it is reported that Medicare o n t he v e ;fpoweverfi the toatextkofederalt c y
trust fundsthis term isnot meaningfullt is true that a trust furig outgo can be greater than its income thattrust
funds can have a zero balance, lomlike private businesses,h e feder al government is mnot in «

business or having Astneted Congress has often faker attions yo incréamedst fundsr s .
revenues or reduce its outgo when the Medicare HI trust fizrsofaced imminent insolven

232020 Report of the Medicare Trusteps1.
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elated PsprtovAusdngidiiafnfeer fr otmhe st ees 1 n
RepoShouwkbtdedaeserasexpendi suféscommpaebtag@@VbDpr e

19 projHdctimewd vency could occur sooner thamn the
( Al t er naetti hvgenl oyj, e dtoewd expendi tures could delay th

s =0 0

Potential HIBwepwert u eosn
As t hreu sHI ftund is fupaedl pritmaes ]l pcna lbconwlnagthetd waosr ka

percentage of )emplowmsetmantwiaagle sdecr easien itnhet he nu
wages of cuwrasneghni WocHlatf winedvfaflse t duxraimmpgl-et,he 18
month recession that started in December 2007, t
tax revenue as a result of highar 2@ Bmp lpo tmexnt a
collections tottahlfegd IS 929 bbi lainddecr e 8@ @9 further
$182 HRaOHOPmyroll ddaxfortlok ee un o®i(dS APpPlendi) x A

The potentiaOVIEi-BPp apcatn doefmitch ewlnG iHiwva t @ lved e hesn d on
numb of Iwoosraknged so y me nlte vaenld otfhewa ge s, iany hndedempil @1y
or slowing in the growth in wages of those who
economic recovery.

Potential Impact on HI Expenditures

Due to age and/roer ednirsoalblieleist yar eMedleiecme d t o be at

serious 111 nesVW Bi%;st Ipaucyhcaosnst acaicatt eCdO tnmheedsiec al t r e a
individuaclossHadoye ved w inb edri fof fear cetnd rasf fheocut 1CdOnVel D

Il Pandaiit ¢ mantpeatlcogHsdslp e n Suwe . i acthiahde number of Medic
beneficibarcioemse who eCoiOtVelH» wy t hu ¢ het henfiewshboed of t hc
need hospitahcmbaetionrendepovsttresai mdtehand emnstittiyn @
(includimwgniangevices ), the geographic distribut:i
Medicare pay’itehnet naumobuenrt so)f o ut I i*®arn dp at yhnee ndtusr aftoiro n
and freffO¥RIDYyut breaks.

Addtional expenmdintguif e P ms sfeubtéunrte,, alhawigiympatcit on
HI s ol vEaor ye xCGomrpolnea,v itrhues Ai d, ReliGCARASBINd Economi
P.L.-13)@6creased Medicare inpatildntpalfahgutgad payn

242020 Report of the Medicare Trustegs 50.
25 SeeCRS Report R40428/edicare Primerfor an overview of Medicare payment methods for Part A services.

26 Section 1886(d)(5)(A) of the Social Security Act provides for payments to Meghaatieipating lospitals in
addition to their basic prospective payments for cases 1nc
P a y me athttps;/Mww.cmgyovMedicareMedicareFeefor-ServicePaymentAcutelnpatientPP8ltlier.

27 SeeCRS Report R46334%&elected Health Provisions in Title 11l of the CARES Act (P.L:1868) CARES Act

8§3711.CBO estimates that about 2 million Medicare beneficiaries will be admittadhospitaivith a diagnosis fo

COVID-19 during the emergencsnd about 1 million of them will be beneficiaries in traditional Medicare who are

treated at hosfals paidunderMéi car e’ s inpatient .gBOoestinatesthatthmovipanwilhe nt sy st e n
increase Medicare spending by about $3 bildanng FY2020 and=Y2021 CBO Cost EstimateH.R. 748, CARES

Act,P.L. 116136, April 16, 2020, p.17
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28 CARES Act §3711The Secretary dflealth and HumaServicesdeclared a public health emergency on January 31,
2020, undefection 319 of the Public Health Service Act (42 U.S.C. 247d), porese to COVIB19. The declaration
wasretroactively dated to January 2020,andrenewed on April 21SeeCRS Insight IN11253Domestic Public

Health Response to COWI®: Current Status

29 CARES Act§3709.

30 CBO Cost EstimateH.R. 748, CARES Ad®,.L. 116136, April 16, 2020, Table 2at https://www.cbo.gov/
publication56334

31 The inpatient and postcute care payment changesnarily affect Part A spendinand thereforaffectHI solvency.
However, the sequestration suspension affdttdedicare benefit spending, not only Part A; therefore, only a portion
of the estimated $8 billion cost increase would affect HI solvency.

32 SeeCRS Legal Sidebar LSB1043Bection 1135 Waivers and COVID: An OverviewSeealsoC MS, “Curren't
Emer ge nc i eathttpsihivenw.pnasgaiboutCMS/AgencyInformationEmergencyEPROCurrent
Emergencie€urrentEmergenciepage

33 SeeCRS Report R40082Medicare Part B: Enroliment and Premiums
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s noted earlier, becauseéePoeaft s hpBo rstaigo nDjo fi sMefdiincaan
anhet¢todme olHoowetae continuing s hiifntn pfartoine nptr o(vPiadritn g/
ettings to out pat thecamg sr(ePraurbtrse dB gann dp o)t i on o f Me
penlbée mgwgvered by beneficiary tphraenmibuymsd eadni d ageende rp:
axd:m t hehed uMadriaigsatrteee s e st i mate that the portion
ncome t atxoe sSwiedeldle di ncred 8 T dmbaR’atin 2030
nd0% 1i n4>2 09
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34 See Medicare Payment Advisory Commissiaport to Congress: Medicare Payment Pglidyarch 2020, Figure
1-11, “The HI TrDedining Share df TotabMedicarp&nding ” p . http2/thedpae.godocs/
defaultsourcedeportsiar20_entirereport_sec.pdf

35 This amount is separate fromcaim addition to the payroll taxes used to fund the Part A (HI) portion of the program.
These estimates do not take into account potential financial and healthcare utilization impacts of thee@OVID
pandemic. For an overview of the federal tax systemC&® Report R4514%)verview of the Federal Tax System in
2019
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Appendix A.Operation of the Hospit
Trust Fund

Beginning in 2004, exmemddmarEir dmgpamy rxicle etda megs
taxation of Sog¢. 1 aElx pSkencduirtiutryessh doaedgfaimte st 0t @ X ciee ad o me
all ot her rseovermaiees)Hasnp i2t0a0l8HD) aasmudr tasn c(et e bal ance o

tr uimnadthdeginning of the year) were used to meet
exceede dE xipnecnodmet. ur es e xce dd ®dn t2hirdoSunfeh ne2vlelrlydt y e ar
and ,2h0HIF r mmsntda i a s ma Iblu ts uirnp 12ufs u& alg aedxnp2rlc 1¢9d, t
defiEgpetaditures comd iamxigedtbheddnthdme a e awntvedt
funadssets making,umpidhe¢ hdi Eferee¢h@®2 | Atn cteh aits tdiempel,e t
HIt r wsnsdofida |1 onger havteo saulflfdw ifeart tfluemdfsul l payme
expendi tTeabA-b{ sfeewr historical and projected Medi
2 092 .

Table A-1.Operation of the Hospital Insurance Trust Fund ,
Calendar Years 1970-2029

(in billionsof dollarg

Income Expenditures Trust Fund
Net
Interest, Change Balance
Payroll Transfers, Benefit Admin. from Prior at End of
Year Taxes Other a Total Payments Expenses Total Year Year
Historical Data
1970 $4.9 $1.2 $6.0 $5.1 $0.2 $5.3 $0.7 $3.2
1975 115 1.4 13.0 11.3 0.3 11.6 1.4 10.5
1980 23.8 21 26.1 25.1 0.5 25.6 0.5 13.7
1985 47.6 3.9 51.4 47.6 0.8 48.4 4.8 20.5
1990 72.0 8.4 80.4 66.2 0.8 67.0 134 98.9
1995 98.4 16.7 115.0 116.4 1.2 117.6 -2.6 130.3
2000 144 .4 22.9 167.2 128.5 2.6 131.1 36.1 177.5
2005 171.4 280 199.4 180.0 2.9 182.9 16.4 285.8
2006 181.3 30.2 2115 189.0 2.9 191.9 19.6 305.4
2007 191.9 31.9 223.7 200.2 2.9 203.1 20.7 326.0
2008 198.7 320 230.8 232.3 3.3 235.6 4.7 321.3
2009 190.9 345 225.4 239.3 3.2 242.5 -17.1 304.2
2010 182.0 336 215.6 2445 3.5 247.9 -32.3 2719
2011 195.6 334 228.9 252.9 3.8 256.7 -27.7 244.2
2012 205.7 37.3 243.0 262.9 3.9 266.8 -23.8 220.4
2013 220.8 30.3 251.1 261.9 4.3 266.2 -15.0 205.4
2014 227.4 33.9 261.2 264.9 4.5 269.3 -8.1 197.3
2015 241.1 34.3 275.4 273.4 55 278.9 -3.5 193.8
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Income Expenditures Trust Fund
Net
Interest, Change Balance
Payroll Transfers, Benefit Admin. from Prior at End of
Year Taxes Other a Total Payments Expenses Total Year Year
2016 253.5 37.3 290.8 280.5 4.9 285.4 54 199.1
2017 261.5 37.8 299.4 293.3 3.2 296.5 2.8 202.0
2018 268.3 38.3 306.6 3030 5.2 308.2 -1.6 200.4
2019 285.1 37.4 3225 322.8 54 328.3 -5.8 194.6
Intermediate Estimates
2020 301.5 40.5 342.0 345.7 5.6 351.2 -9.2 185.4
2021 313.6 42.3 356.0 365.8 5.9 371.7 -15.7 169.7
2022 328.2 44.7 372.8 389.9 6.2 396.1 -23.3 146.4
2023 343.1 47.1 390.0 415.9 6.6 422.4 -324 114.0
2024 358.6 49.7 408.3 442.0 6.9 449.0 -40.7 73.3
2025 374.2 52.8 427.0 469.6 7.3 476.9 -49.9 234
2026 390.9 60.1 450.9 497.8 7.7 505.5 -54.6 -31.2
2027 408.2 67.4 475.6 527.8 8.2 536.0 -60.3 -91.5
2028 426.9 70.5 497.4 558.8 8.6 567.4 -70.0 -161.5
2029 445.4 73.3 518.7 587.3 9.2 596.5 -77.8 -239.3

Source: Boards of Trustees, Federal Hospital Insurance and Federal Supplementary Medical IAsuitnce

Funds, 2020 Annual Report of the Boards of Trustees of the Federal Hospital Insurance and Federal Supplementary
Medical Insuran@eust FurglApril 22, 20, Table 111.B4

Notes: Sums may not equal totals due to rounding.

a. Includes income from the taxation of Social Security benefits, Railroad Retirement account transfers,
premiums paid by voluntary enrollees, and interest.
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AppendixB.Hi st ori cal

Payroll

Table B-1.Tax Rates and Maximum Tax Bases

Calendar Year

Maximum Tax B ase

Tax Rate (percentage of taxable earnings)

Employees and
Employers, E ach

Self-Employed

1966
1967
19681971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
19942012
2013andlatera

$6,600
6,600
7,800
9,000
10,800
13,200
14,100
15,300
16,500
17,700
22,900
25,900
29,700
32,400
35,700
37,800
39,600
42,000
43,800
45,000
48,000
51,300
125,000
130,200
135,000
no limit

no limit

0.35%

0.50
0.60
0.60
1.00
0.90
0.90
0.90
0.90
1.00
1.05
1.05
1.30
1.30
1.30
1.30
1.35
1.45
1.45
1.45
1.45
1.45
1.45
1.45
1.45
1.45
1.45

0.35%
0.50
0.60
0.60
1.00
0.90
0.90
0.90
0.90
1.00
1.05
1.05
1.30
1.30
1.30
2.60
2.70
2.90
2.90
2.90
2.90
2.90
2.90
2.90
2.90
2.90
2.90

Source: 2020 MedicareTrusteesReport, Table 111.B2.

a. Beginning in 2013, workers pay an additional 0.9% of their earnings $209®00 (those who file
individual tax returns) or $250,000 (those who file joint tax returns).
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